
EXHIBIT A 



UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

In re Chapter 11 
Case No. 03-13057 (RDD) 

ORDER (A) ESTABLISHING BIDDING 
PROCEDURES AND BID PROTECTIONS IN CONNECTION 

WITH THE SALE OF SUBSTANTIALLY ALL OF THE ASSETS 
OF THE DEBTORS, (B) APPROVING THE FORM AND MANNER 

OF NOTICES AND (C) SETTING A SALE HEARING DATE 

Upon the motion, dated December 18, 2003 (the “Motion”), of Allegiance 

Telecom, Inc (“Allegance”) and Its duect and indirect subsidiaries, as debtors and 

debtors m possession (collectively, the “Debtors”), for an order (I) establishing hiddmg 

procedures and certam protections (the “Biddmg Procedures”) payable to the Buyer’ 

mcludmg a break-up fee and expense reunbursement; (ii) approving the form and manner 

of nohce related to the sale of certain assets of the Debtors, (ai) sethng a heanng date 

(the “Sale Heanng”) to consider approval of the sale of substantially all of the assets of 

the Debtors as provided in the Purchase Agreement (the “Sale Assets”); (iv) a u t h o h g  

the procedures for assumption and assignment of certain executory conhacts and 

unexpired leases in connechon with the sale of the Sale Assets (the “Sale Transaction”); 

and (v) Wt ing  certain related relief (collechvely, the “Biddmg Procedures Ordef‘); and 

an mterim heanng havlng been held (the “Procedures Hearing”) in respect of the relief 

Unless othennse defined h e m ,  capltalvrd terms shall have the meanmg armbed to them m the 
Mohon or that certam purchase agreement between Allegmce and @est ComuNcahons International 
Inc dated December 18,2003 (the “Purchase Agreement”), as applicable, and as modified by this Blddmg 
Procedures Order (as deked below), as applicable 
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requested m the Motion (as descnbed m clauses (I) - (v) above (the  prelim^^^^ 

Relief')), and it appeanng that nohce of the hearing has been provided to (I) the Office of 

the Umted States Trustee, (11) the attorneys for the agent for the prepehhon lenders, (in) 

the attorneys for the Creditors' Committee, (iv) all nondebtor conhacting and lease 

parties identified on Schedules 4 20 and 4 2 1 of the Disclosure Schedules, (v) all parties 

that provide telecom services to the Debtors pursuant to tanffs; (vi) the attorneys for the 

Buyer, (vii) all counterparties to the Assumed Contracts, (viii) all pa~ties who have made 

wntten expressions of interest m acqumg the Sale Assets or the Busmess within two (2) 

months pnor to the date of the Motion, (ix) all known persons holdmg a lien on any of 

the Sale Assets, (x) the Secunhes and Exchange Comrmssion; (XI) all taxing authonhes 

that have JU"SdICh0II over the Sale Assets, (mi) all Governmental Agencies hamg 

Junsdiction over the Sale Assets with respect to Environmental Laws, (xlii) the attorneys 

general of all states m whch the Sale Assets are located, (XIV) the Federal 

Cornmumcations Comss ion  and applicable state public utility comssions; and (xv) 

all other parties that had filed a nohce of appearance and demand for service of papers m 

these bankruptcy cases under Bankruptcy Rule 2002 as of the date of the Motion; and it 

appeanng that such nohce conshtutes good and sufficient notice of the Motion and the 

requested F'rellrmnary Relief and that no other or further notice need be provided, and 

upon the hearing held on December 18,2003 approvmg the Lock-Up Order; and certsun 

parties, mcluding the Creditors' Committee, having objected to the Prellrmnary Relief; 

and the Debtors and Buyer havmg agreed to modificahons to the relief requested m the 

Mohon prior to the hearing on the Motion to accommodate, m part, such objections, and 

upon the Debtors, Buyer, the Creditors' Comnuttee, and other objechng parties having 
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agreed to further modficahom to the relief requested at the heanng held on the Motion 

on January 9,2004; and upon the Court havmg approved the Bidding Procedures Order, 

as modified, on the record, and upon tlus Bidding Procedures Order settmg forth all such 

modifications as agreed upon by the parties, and upon the Motion and the record of the 

Procedures Heanng and all other proceedings had before the Court, and it appeanng that 

an order grantmg the Prelimnary Relief is m the best interest of the Debtors and parties 

m mterest, and it appeanng that the Court hasjunsdiction over h s  matter; and after due 

deliberation and sufficient cause appeanng therefor. 

IT IS HEREBY FOUND AND DETERMINED THAT: 

A. The Biddmg Procedures as set forth and defined below, are fair, 

reasonable, and appmpnate and are designed to maximize the recovery on the Sale 

Assets, includmg the Assumed Contracts 

B. The Debtors have demonstrated a compelllng and sound busmess 

JLIShfiCahOII for au thomg the payment of the Break-Up Fee and the Expense 

Reimbursement (each as defined herem) to the Buyer under the cucumstances, W g ,  

and procedures set forth m the Motion, the Purchase Agreement, and herein. 

C The Break-Up Fee and the Expense Reunbursement are fau and 

reasonable, provide a benefit to the Debtors’ estates and creditors, and were negotiated by 

the parties to the Purchase Agreement m good faith and at m’s-length. 

D. The Debtors’ payment to the Buyer (under the condihons of and as 

set forth in the Purchase Agreement and herem), of the Breakup Fee and the Expense 

Reimbursement is (I) an actual and necessary cost and expense of preserving the Debtors’ 

estates, (ii) of substantial benefit to the Debtors’ estates, (iii) reasonable and appropriate, 
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~n light of, among other thmgs, (a) the size and nature of the proposed sale under the 

Agreanent, (b) the substantial efforts that have been and will be expended by the Buyer, 

and (c) the benefits the Buyer has provided to the Debtors' estates and creditors and all 

parties III Lnterest herein, notwithtandmg that the proposed sale is subject to lugher or 

better offers, and (iv) necessary to ensure that the Buyer will conbnue to pursue its 

proposed acquisition of the Sale Assets In particular, the Purchase Agreement was the 

culrmnation of a process undertaken by the Debtors and their professionals to negotiate a 

transaction with a bidder who was prepared to pay the lughest or otherwise best purchase 

pnce to date for the Sale Assets ln order to maxmze the value of the Debtors' estates. 

E The payment of the Break-Up Fee and the Expense 

Rembursement should be approved because, among other things, (I) no other party to 

date has entered into a defmhve agreement for the acquition of the Sale Assets on 

terms acceptable to the Debtors, (11) the execuhon of the Purchase Agreement is a 

prerequisite to d e t m g  whether any party other than the Buyer 1s Willing to enter lnto 

a defmtive agreement for the acquisition of the Sale Assets on terms acceptable to the 

Debtors and ther creditor conshtuencies, (in) the protections afforded to the Buyer by tk 

Break-Up Fee and the Expense Rembursement were matenal Inducements for, and 

express condIhons of, the Buyer's willingness to enter into the Purchase Agreement, and 

(iv) the Buyer is unwlling to c o m t  to hold open ~ t s  offer to acquue the Sale Assets 

under the tern of the Purchase Agreement unless it IS assured of the payment of the 

Break-Up Fee and the Expense Reimbursement. 

F. The assurance of the payment of the Break-Up Fee and the 

Expense Rembmment  has (i) promoted more cornpetitwe biddmg by Lnduclng the 
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Buyer’s bid whch otherwise would not have been made, without which competltlve 

b i d b g  would be Imted, and whch may be the hghest and best available offer for the 

Sale Assets, (ii) mduced the Buyer to research the value of the Sale Assets and propose 

the transactions contemplated by the Purchase Agreement, includmg, among other tlungs, 

submssion of a bid that wl1 serve as a m u m  or floor bid on which all other bidders 

can rely, and (iii) provlded a benefit to the Debtors’ estates by mcreasmg the hkelihood 

that the pnce at whch the Sale Assets are sold wll reflect ther me worth. 

G The payment of the Break-Up Fee and the Expense 

Rembmement is an expense necessary to maxirmze the value of the Debtors’ estates 

and the entry of tlus Order is m the best interests of the Debtors, theu estates, creditors, 

and all other parties m mterest 

NOW THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND 

DECREED THAT: 

1 

Order, is granted 

2 

The P r e l m  Relief, as modified by t lus Bidding Procedures 

The Auction shall be conducted on the following terms and 

conditions constltuhng the Bidcllng Procedures. 

- 
Horse Bid purchase the Sale Assets for appm-knately $390 Ason, plus 

Assumed Liabilities (the “Stallung Horse Bid”), subject to the terms 
of the Purchase Agreement, as modified by h s  Order. 

Under the terms of the Purchase Agreement, beghung on the date the 
Bidding Procedures Order is approved by the Court and conhnumg 
until the conclusion of the Auct~on, the Debtors are enhtled to, among 
other thmgs, solicit and negotiate Competing Transactions 

PROVISION I DESCRIPTION 
The Stafkinr I L’nder the terms of the Purchase Ameemcnt. the Buyer has ageed to 

I Due Diligence Each potentlal bidder (a “Potenttal Bidder”) must deliver (unless 



Bid Deadline 

DESCRlPTlON 
xeviously delivered) to (i) the Debtors, c/o Jonathan S. Henes, Esq., 
KuWand & Ellis LLP, Citigroup Center, 153 East 531d Street, New 
York, NY 10022-461 1 and Michael A. Kramer, Greenhill & Co., 
LLC, 300 Park Avenue, 23rd Floor, New York, New York 10022, (11) 

the attorneys for the agent for the prepetihon lenders (the “Bank 
Agent”), Paul, Hastmgs, Janofsky & Walker LLP, 600 Peachtree 
Street, N E., 24th Floor, Atlanta, Georgia 30308 (Am: Jesse Austm, 
111, Esq.), and (iii) the attorneys for the statutory c o m t t e e  of 
unsecured creditors (the “Creditors’ Committee”), Alan Gump Strauss 
Hauer Feld LLP, 590 Madison Avenue, New York, New York 10022 
( A m  Ira S Dizengoff, Esq.), the following documents (the 
“Prelmary Bid Documents”) m order to parhcipate m the biddmg 
process’ 

a 

b. 

W ii 

an executed confidentiality agreement m form and substance 
satisfactory to the Debtors, and 

prellrmnary proof by the Potenhd Bidder of its financial 
capacity to close a proposed transaction, the adequacy of 
whch the Debtors and ther advisors will detemune, after 
consukahon with the Bank Agent and the Creditors’ 
C o m t t e e  

n two (2) busmess days after a Potenhal Bidder delivers the 
F’rellminary Bid Documents, the Debtors, after consukahon with the 
Creditors’ C o m t t e e  and the Bank Agent, shall deterrmne, and shall 
nohfy the Potential Bidder, whether the Potenhal Bidder has 
submtted acceptable Prellrmnary Bid Documents so that such 
Potenbal Bidder may conduct due diligence with respect to the assets 
sought to be acquired. Only those Potenhd Bidders that have 
submitted acceptable Prelurunary Bid Documents may submt bids. 

Bids must (a) be m Writing, (b) wth respect to the Sale Assets, at a 
m u m ,  exceed the Stakng Horse Bid by $21 million, (c) satisfy 
the Bid Requlrements set forth herein and (d) be received by (I) the 
attorneys for the Debtors, Kirkland & Ellis LLP, 153 East 53rd Street, 
New York, New York 10022 (Attn: Matthew A. Cantor, Esq. and 
Jonathan S. Henes, Esq ), (ii) the financial advisors for the Debtors, 
Greenhill & Co., LLC, 300 Park Avenue, 23rd Floor, New York, New 
York 10022 ( A m  Michael A. Kramer), (iii) the Office of the United 
States Trustee, 33 Whitehall Street, 21st Floor, New York, New York 
1004 (Attn: Pamela J. Lustrin, Esq.), (iv) the attorneys for the Bank 
Agent, Paul, Hastmgs, Janofsky & Walker LLP, 600 Peachtree Street, 
N.E., 24th Floor, Atlanta, Georga 30308 (Am, Jesse Austin, 111, 
Esq.), and (v) the attorneys for the Creditors’ Committee, Akm Gump 
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PROVISION 

lid 
requirements 

DESCRIPTION 
hauss Hauer Feld LLP, 590 Madison Avenue, New York, New York 
0022 (Attn. Ira S Dizengoff, Esq.), so as to be actually received no 
ater than 5 00 p.m. (prevailing Eastem Tune) on February 9, 2004 
the “Bid Deadlme”) Such bids shall be deemed “Qualified Bids” 
nd those p m e s  submtting such Qualified Bids shall be “Quahfied 
hdders.” No later than one (1) Business Day after the Debtors 
eceive such Qualified Bids, the Debtors shall provide copies of such 
)ids to Buyer and any other Qualified Bidder, provided, that Buyer 
md any such Qualified Bidder shall keep the Qualified Bids 
onlidential pursuant to an executed cofidenhahty agreement and 
hall not contact or commumcate wth any Qualified Bidder wth 
espect to any such bids or discuss the Qualified Bids with any party, 
:xcept as required by law, and subject M e r  to the confidentiality 
estnctions regarding Assumed Contracts on page 9 hereof 

’ames that do not subrmt a Qualified Bid by the Bid Deadhne will not 
ie pemtted to participate at the Auchon. 

&alified Bids must meet the folloulng requuements (the “Bid 
lequlrements”). 

Each Qualified Bid for the Sale Assets must be on the same or 
better terms and conditions as those terms set forth m the 
Purchase Agreement and the documents set forth as exhibits 
thereto A Qualified Bid may be for (i) the Sale Assets, (ii) the 
Sale Assets plus any or all of the Excluded Assets, or (iii) 
indindual components of the Sale Assets or Excluded Assets, 
specifically mcludmg the Shared Technology Fmhdd 
busmess, the managed modem port busmess, and the Shared 
Hostlng business; provided, however, that if the Court 
approves the sale of any Sale Asset to a bidder other than 
Buyer, the Break-Up Fee and Expense Rembmement will be 
payable in accordance with the terms of th~s Order. A 
Qualified Bidder may, but is not requued to, mclude an offer 
to enter into the Master Services Agreement referenced m 
Section 6 26 of the Purchase Agreement 

Each Qualified Bid must constttute a good faith bona fide 
offer to acqulre assets of the Debtors. 

Each Qualified Bid shall not be condhoned on o b h g  any 
of the folloumg: linancmg, shareholder appmval, 
envuonmental conbngencies, and/or the outcome of due 
diligence by the bidder. 

1. Except wth respect to Buyer m accordance with the Purchase 

I 



4uction and 
Overbids 

f 

DESCRIPTION 
Agreement, each Qualified Bid must remam mevocable until 
the Closmg 

As a condhon to m h g  a Qualified Bid, any compehng 
bidder must provide the Debtors, the Bank Agent and the 
Creditors’ Committee, on or before the Bid Deadlme, with 
sufficient and adequate mfomahon to demonstrate, to the 
satisfacuon of the Debtors (after consultation with the Bank 
Agent and the Creditors’ Comttee) ,  that such compehng 
bidder (I) has the financial wherewithal and ability to 
consummate the acquisition of the assets to be acquired, and 
(11) can provide all nondebtor conhachng parties to the 
Assumed Contracts with adequate assurance of future 
performance as contemplated by section 365 of the 
Bankruptcy Code 

In order for a bid to conshtute a Qualified Bid, any bidder for 
all or substanhally all of the Sale Assets shall submt a deposit 
equal to $30 mllion and any bidder for less than all of the Sale 
Assets or for any Excluded Asset shall submit a deposit equal 
to 10% of such bid (each, a “Good Faith Deposit”) On the 
date such bid is subnutted the bidder shall deliver the Good 
Fa~th Deposit m m e d a t e l y  available funds by wue transfer 
to an account or accounts designated by the Debtors or by the 
dehvery of altemative credit support that is in an amount no 
less than the Good Faith Deposit and is reasonably acceptable 
to the Debtors after consultauon with the Bank Agent and the 
Credtors’ C o m t t e e  on the date such bld is submtted. 

If no Quahfied Bid is received by the Bid Deadline, the Auction will 
not occur and the Debtors shall promptly pursue enhy of an order by 
the Court authonmg the Sale to the Buyer 

If the Debtors receive a Qualified Bid by the Bid Deadlme, m addition 
to the S t a h g  Horse Bid, the Debtors shall conduct an auction (the 
“Auction”) wth respect to the (I) the Sale Assets, (ii) the Sale Assets 
plus any or all of the Excluded Assets, or (iii) individual components 
of the Sale Assets or Excluded Assets that are sought to be acquued 
by a Qualified Bidder. The Auction shall commence at 9.00 a.m 
@RvaI!mg Eastem Time) on Februruy 12,2004, at the offices of 
Knkland & Ellis LLP, Cihgroup Center, 153 East 53rd Street, New 
York, New York 10022-461 1, or such later trme or other place as the 
Debtors shall nohfy all Qualified Bidders who have submitted 
Qualified Bids. The Auction may be conhnued to a later date by the 
Debtors, with the reasonable consent of the Buyer, by making an 
announcement at the Auction. No further nohce of any such 
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PROVISION 

lssurned 
Tontracts 

Winning Bid 

DESCRIPTION 
Zonhnuance will be requued to be provided to any party 

htial over-bids for all or substanhally all of the Sale Assets shall be 
$21 millloll 

The subsequent bid mcrements at the Auchon shall be $5 rmllion, 
provided, however, that the Debtors reserve the nght to modify 
subsequent bid mcrements based on the context of the Auchon after 
consukahon wth the Bank Agent and Creditors’ Committee. 

At the Auchon, the Buyer shall have the nght to bid all or part of the 
Break-Up Fee (as defined herem) and the Expense Reimbursement (as 
defined herem). 

As set forth m Section 3 5(d) of the Purchase Agreement, Buyer and 
Sellers agree to keep confidential and not disclose to anyone the 
Assumed Contracts except to (I) the Bank Agent and the Creditors' 
C o m t t e e  and (n) any party othemse requued by law; provided, 
that, with respect to clause (i), (a) the Bank Agent and the Creditors’ 
Committee shall keep such mfomahon confidenhd and shall not 
disclose such informahon absent further order of tlus Court and Buyer 
shall be enhtled to seek enforcement of this provision and (b) the 
Bank Agent and the Creditors' Committee may use such infomation 
for the p q o s e  of evaluahng bids 

In order for a bid to constitute a Qualified Bid, any bidder must 
provide to the Debtors a list of leases and executory contracts that 
such bidder plans to assume. The Debtors and each bidder agree to 
keep confidential and not drsclose to anyone such list except to (i) the 
Bank Agent and the Creditors’ C o m t t e e  and (11) any party 
otherwise requued by law provided, that, with respect to clause (I), (y) 
the Bank Agent and the Creditors’ Committee shall keep such 
Informahon confIdenhal and shall not disclose such infomhon 
absent linther order of tlus Court and (z) the Bank Agent and the 
Creditors’ C o m t t e e  may use such Informahon for the purpose of 
evaluating bids. 

The Debtom, after consultation with the Credrtors’ Committee and the 
Bank Agent, shall consult with each Qualified Bidder and Buyer 
reganbg the calculation of cure amounts and rejection damage 
clams related to Buyer’s bid and the bids of the other Qualified 
Bidders 
Upon conclusion of the Auchon, the Debtors, h the exercise of their 
busmess judgment and after consulting with then’ adwsors, the Bank 
Agent and the Creditors’ Comttee ,  shall identify the highest and 
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PROVISlON 

:ale Approval 
iearing 

Peturn of Good 
Faith Deposit 

Yecond Highest 
znd Best Bid 

DESCRIPTlON 
)est offer. or aggregate of offers, (the “ W m g  Bid”) (the bidder(s) 
laving submtted a Wuuung Bid is the “Successll Bidder“’) 

The Sale Approval Heanng is presently scheduled to take place on 
February 19,2004 at 1000 a m  (prevailing Eastern Time), before the 
Hon Robert D. Dram, Umted States Bankruptcy Judge, in Room 610 
if the Umted States Bankruptcy Court for the Southem Distnct of 
New York, Alexander Hamilton Custom House, One Bowling Green, 
New York, New York, 10004-1408. The Sale Approval Heanng may 
be continued to a later date by the Debtors, with the reasonable 
consent of the Buyer, by malung an announcement at the Sale 
Approval Heanng, promded, that any such contmuance shall not be 
later than the deadline set forth in Exhibit J of the Purchase 
Agreement No further notice of any such continuance will be 
required to be provided to any party. At the Sale Approval Hearing, 
the Debtors shall present to the Bankruptcy Court for approval the 
W m g  Bid. 

The Good Faith Deposit of the Successful B~dder shall be credited to 
the pnce paid for the Sale Assets, the Excluded Assets and/or any 
component of the Sale Assets, whchever the case may be The Good 
Faith Deposit of any unsuccessful bidders wdl be retumed withtn 
fifteen ( 15) days after consummabon of the sale to the Successful 
Bidder of the asset(s) such Good Fath Deposit relates to or upon 
permanent withdrawal by the Debtors of the proposed sale of such 
assets The deposit of the Buyer, if not chosen as the Wlnning Bld, 
shall be returned m accordance with the Purchase Agreement. 
If for any reason the enbty that makes the hghest and best bid fails to 
consummate the purchase of the Sale Assets, the Excluded Assets, 
and/or any of the Sale Assets within the time permitted, the bidder 
with the second hghest and best bid for any such assets w11 
automatically be deemed to have submitted the highest and best bid 
and, to the extent the Debtors elect, after consultabon with the Bank 
Agent and the Creditors’ Comrmttee, the Debtors and such bidder 
shall consummate the sale as soon as IS commercially reasonable, but 
only after Banlauptcy Court approval of such sale. The Debtors shall 
provide ten (1 0) days nohce of their motion for Banlauptcy Court 
approval of the sale to the second highest bidder or such greater 
length of nohce as required to implement the assmpbon and 
assignment of executoIy contracts and unexpired leases. If such 
fadm to consummate the sale to the entity that made the hghest and 
best bld is the result of a breach by such mtlty, such enbty’s Good 
Fa~th Deposit shall be forfeited to the Debtors and the Debtors and the 
Creditors’ Comrmttee specifically reserve the nght to seek damages 
from such entlty, provided, however, that the disposition of the Good 
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1 PROVISION DESCRIPTION 

Break-Up Fee 
and 
Expense 
Reimbursement 

I Faith Deposit of Buyer shall be governed by the Purchase Agreement. 
1 The Debtors reserve the nght to reject any (other than the Buyer’s Reservation of 

In the event, among others set forth UI the Purchase Agreement and as 
set forth below, that the Bankruptcy Court enters an order approving 
the sale of any Sale Asset to a party other than Buyer, the Debtors 
shall owe to Buyer (I) a break-up fee m the amount of $8 mllion (the 
“Break-Up Fee”) and (11) a rennbursement of Buyer’s actual, 
reasonable, and documented expenses m connechon with the 
transaction contemplated m the Purchase Agreement, not to exceed $5 
mllion (the “Expense Rennbursement”) 

Rights offer pursuant to the Purchase Agreement) Qualified Bid (as defined 
below) if the Debtors, after consultation with the Bank Agent and the 
Creditors’ Committee, determine that such Qualified Bid is 
(1) madequate or insufficient; (ii) not m confomty wth the 
requirements of the Bankruptcy Code, any related rules or the terms 
set forth herem, or (in) contrary to the best mterests of the Debtors 

1 and thelr estates. 
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close because the condition set forth m Section 7.2(a) of the Purchase Agreement has not 

been satisfied as a m u l t  of a Sellers’ lntentlonal Breach; prowded, however, that (y) 

Buyer’s t e m a h o n  of the Purchase Agreement pursuant to Section 8.1@) that is based 

upon the event of a breach of any representation or warranty as set forth m Section 8 l(e) 

of the Purchase Agreement shall not tngger Buyer’s nght to the Break-Up Fee unless the 

delay in closing has occurred by reason of a breach of any representation or warranty as 

set forth UI Section 8.l(e) ofthe Purchase Agreement that is a Sellers’ lntentlonal Breach, 

and (2) Buyer’s termmation of the Purchase Agreement m accordance with Section 8.l(c) 

of the Purchase Agreement by reason of the Court’s enhy of an order denymg an 

extension of exclusivlty or terrmnahng exclusivity shall not trigger Buyer’s right to the 

Break-Up Fee but the Break-Up Fee wll be paid withm two (2) Busmess Days of and 

tnggered upon the occurrence of (a) the entry of an order by the Court approvmg the sale 

of any of the Sale Assets to any party other than the Buyer; or (b) the entry of an order of 

the Court approvmg a disclosure statement for a plan of reorgmmhon or liquidahon that 

does not expressly contemplate the sale of the Sale Assets to Buyer. The second sentence 

of Section 7 I(b) of the Purchase Agreement IS hereby deleted in its entirety. The 

delimaon of “Sale Order” m the Purchase Agreement is hereby deleted and replaced wth 

the followmg “‘Sale Order’ means an order m a form reasonably acceptable to Buyer 

approvmg the Purchase Agreement, the terms and conditions thereof, and the transactions 

contemplated thereby.” The Buyer shall be enhtled to t e r m ~ ~ t e  the Purchase Agreement 

and shall be entitled to the Break-Up Fee and the Expense Reunbmement if, among 

other things, (a) the Sale Order is not entered wthin the deadhe set f o d  in Exhibit J to 
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the Purchase Agreement rn accordance with Paragraph 6 or @) an order is entered 

approvmg the Purchase Agreement but such order is not reasonably acceptable to Buyer. 

4. In the event the Buyer terrmnates the Purchase Agreement 

pursuant to Section 8 l(e) of the Purchase Agreement or elects not to close, rn each case 

because the condihon set forth rn Section 7.2(a) of the Purchase Agreement has not been 

satisfied as a result of some reason other than a Sellers' Intentional Breach, the Buyer 

shall be enhtled to payment of the Expense Rembmement only 

5 Buyer shall provide the Debtors, the Bank Agent, the Creditors' 

Comnuttee, and the Umted States Trustee for the Southem Distnct of New York (the 

"U S. Trustee") with documentation supporhng the incurrence of expenses (mcluding 

legal, financial advisor, and accounting fees) for whch the Buyer seek reimbursement 

under the provisions of the Purchase Agreement and tlus Order authorizing the payment 

of the Expense Reimbursement. The Debtors, the Bank Agent, the Creditors' Committee, 

and the U S Trustee shall have ten (IO) days from the delivery of such documentahon to 

Object lo  the payment of the Expense Rembmement on the ground that the expenses are 

unreasonable, whch objechon shall me&ately be served by facsunile mnsmssion or 

electromc delivery to the Debtors and the Buyer If no objection IS received w h  such 

ten (IO) day penod, the Debtors shall pay to Buyer the Expense Rembursemenl as 

required hereunder and m the Purchase Agreement wthout further order of the Court If 

an objection is received, such objection shall be resolved by the court. 

6. In the event of a Sale Delay that the Buyer does not agree to waive 

or extend, the Debtors shall pay to the Buyer the Break-Up Fee and the Expense 

R e m b m e n t  In the event of any waver of any default in Exhibit J to the Purchase 
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Agreement that would have otherwise triggered the payment of the Break Up Fee and the 

Expense Reunbursement, the payment of the Break Up Fee and the Expense 

Reunbmment shall be triggered if such extended deadlme has not been met and the 

Buyer t e m a t e s  the Purchase Agreement as a result thereof 

7. Any Break-Up Fee and Expense Reimbursement required to be 

paid hereunder and under the Purchase Agreement shall be paid w i h  two (2) Busmess 

Days of the earlier of (a) the entry of an order by the Court approvmg the sale of any of 

the Sale Assets to any party other than the Buyer or (b) the entry of an order of the Court 

approvmg a disclosure statement for a plan of reorgaruzahon or hqudahon that does not 

expressly contemplate the sale of the Sale Assets to Buyer, provided, however, that the 

Expense Reunbursement shall be paid m accordance with Paragraph 5. 

8 Nothmg hmm shall m any way lunit the nghts of Buyer or the 

Debtors to t e r n a t e  the Purchase Agreement m accordance with the terms thereof 

Noth~ng herem shall in any way h u t  the rights of the Sellers to dehver the Early Closmg 

Election as set forth in the Purchase Agreement or the nghts of the Crehtors' C o r n m e  

or other party m mterest to seek entry of an order of tlus Court compellmg the Debtors to 

make an Early Closmg Electlon m accordance with the Purchase Agreement, whch order 

may be sought on 5 (five) Busmess Days nohce unless othemise ordered by the Court. 

9. Except as otherwise provided in Paragraphs 3,4,5,6,7,  and 13, 

the Debtors are authonzed and empowered to pay the Break-Up Fee and the Expense 

Reimbursement to the Buyer, as required under and pursuant to the Purchase Agreement 

and ths  Biddmg Procedures Order, without further order of the Court; provided, 
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however, that payment of the Expense Reunbursement shall be in accordance with the 

procedure descnbed in Paragraph 5 hereof 

10. Pursuant to sechon 364(c)(1) ofthe Bankruptcy Code, the Break- 

Up Fee and the Expense Reunbursement shall receive superpnority a h s t r a t w e  clam 

status and shall have pnority over any and all adrrrrmstrahve expenses of the h d s  

specified in sections 503(b), 506(c), 507(a), or 507(b) of the Bankruptcy Code, w, 
however, that the Break Up Fee and Expense Reunbursement shall not prime the Liens 

held by Sellers’ seruor secured lenders and any such amounts payable shall be 

subordinated to tlus carve out for professionals fees and fees under 28 U.S.C. 5 1930 as 

provided in the Bankruptcy Court’s order authorinng Debtors to use cash collateral that 

was entered in these cases. 

1 1. The nghts of the Buyer to the Break-Up Fee and the Expense 

Reunbursement and the superpnonty a h s t r a h v e  status of such claims shall all 

survive rejection or breach of the Purchase Agreement, and shall be unaffected thereby. 

12 The c o m t t e e  to be established pursuant to Section 6 5(c) of the 

Purchase Agreement (the “Comttee’’) shall have one (1) mdivldual from 

Commurucahons Technology Advisors LLC (“CTA) as a member thereof and such 

mdlvldual shall be entitled to attend all meetings and receive all documents prepared for 

the Committee. In the event that CTA concludes that a proposed achon of the Debtors 

proposed by the C o m t t e e  is unreasonable, CTA shall d o r m  the Debtors of such 

conclusion m wrihng, provlde a summary of the reasons therefor, and, to the extent such 

dmgreement is not resolved promptly, the Debtors shall not unplement such proposed 

achon unhl the earlier of the date (a) such dlsagreement is resolved or (b) the Court, upon 
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three ( 3 )  Business Days notice, has entered an order appromg or rejechng such proposed 

action. Unless otherwise ordered by the Court, CTA shall be prolubited from 

&ssemmahng or usmg any dormahon received from the Committee, except for 

purposes related to C o m t t e e  matters, provided however, that CTA may share such 

mformahon on a confidential basis with the professionals for the Credmrs' Committee 

and the confidentiahty of such mformahon shall be maintamed and, if it is determined 

that a pleadmg regardmg any of such uformation must be filed with the Court m 

accordance with tills Paragraph 12, any such plead~ng shall be filed under seal, unless 

otherwise ordered by the Court The Buyer shall, among other thmgs, be entitled to 

enforce the terms and conditions of h s  Pamgraph 12. 

13. In the event the Court demes approval of the bonuses that are a 

condihon to Buyer's obhgahon to close under the Purchase Agreement in accordance 

wth Section 7.2(g) of the Purchase Agreement, Buyer shall inform the Debtors before 

12 00 a m  (nudmght) on the day the Court sa rules regardmg whether the Buyer waives 

such condlhon If the Buyer does not wave such condition, Buyer shall be enhtled to 

unmedIately termmate the Purchase Agreement and receive the Expense Reimbursement 

(but not the Break-Up Fee), whch Expense Reunbursement will be payable m 

accordance with Paragraph 5 hereof. 

14 Pursuant to Bankruptcy Rule 2002(a)(2), (a) the Sale Hearing shall 

be held on February 19,2004, before the Hon. Robert D. Dram, Ututed States 

Bankruptcy Judge, m Room 610 of the United States Bankruptcy Cowl for the Southern 

Distnct of New York, Alexander Harmlton Custom H o w ,  One Bowling Green, New 

York, New York, 10004- 1408 at 10.00 a.m. (EST), and (b) objections to approval of the 
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relief requested m the Motion (other than the Prelirmnary Relief pnmded herern), if any, 

shall be ~II  wnbng, shall state the name of the objechng party, shall state with 

parhculanty the reasons and basis for the objemon, and shall be filed with the Court and 

served upon (I) the attorneys for the Debtors, hrkland & Ellis LLP, Citigroup Center, 

153 East 53rd Street, New York, New York 10022 (Attn: Matthew k Cantor, Esq. and 

Jonathan S Henes, Esq ), (11) the Office of the Ututed States Trustee, 33 Wlutehall Street, 

21st Floor, New York, New York 1004 (Attn. Pamela J Lustnn, Esq ), (ni) the attorneys 

for the agent for the Debtors’ prepetihon lenders, Paul, Hastmgs, Janofsky & Walker 

LLP, 600 Peachtree Street, N E., 24th Floor, Atlanta, Georgia 30308 ( A m  Jesse Austin, 

Ill, Esq ), (iv) the attorneys for the Creditors’ Comrmttee, Akm Gump Strauss Hauer Feld 

LLP, 590 Madison Avenue, New York, New York 10022 (Attn: Ira S. Dizengoff, Esq.), 

and (v) the attorneys for the Buyer, Well, Gotshal & Manges LLP, 767 Fifth Avenue, 

New York, New York 10153 (Attn. Paul M. Basta, Esq.), so as to be actually received by 

such persons no later than February 17,2004 at 4:OO p.m (EST) 

15. Pursuant to Bankruptcy Rule 2002(1), the Debtors are authonzed 

to publish, at least five ( 5 )  days pnor to the Auction, Notice of the Auctton and Sale 

Approval Heanng, once, m the form annexed hereto as E h b i t  I ,  m each of the M h O d  

edhons of The New York Tunes and The Wall Street Journal 

16 Pursuant to Bankoupty Rule 2002, withm five (5) Business Days 

followmg entry of the Biddmg Procedures Order, nohce of the proposed Auction and the 

Sale Approval Heanng m the form annexed hereto as Exlubit 1 shall be sent by first class 

mad to (i) the United States Trustee, (11) the attorneys for the agent for the Debtors’ 

premtion lenders, (in) the attorneys for the Creditors’ Comt tee ,  (iv) all nondebtor 
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contracting and lease parhes listed on Schedules 4.20 and 4 21 of the Disclosure 

Schedules, (v) all parties that provide telecommmcahons services to the Debtors 

pursuant to a tanR (VI) all parbes who have made wntten expressions of mterest m 

acquinng the Sale Assets or the Busmess w i h n  two (2) months pnor to the date of h s  

Biddmg Procedures Order (vn) all appropnate federal, state and local taxing authonhes, 

(viii) all h o r n  persons holdmg a hen on any of the Sale Assets, and (IX) all partles 

hamg filed a notice of appearance in the Debtors’ chapter 11 cases pursuant to 

Bankmptcy Rule 2002, and shall conshtute good and sufficient nohce of the proposed 

Sale Transachon, Auchon and Sale Heanng 

17. Pursuant to Bankruptcy Rule 2002, nohce of the proposed 

assumption and assignment of the Assumed Contracts (the “Cure Procedures”), m the 

form annexed hereto as &bit 2 whch shall reflect the Cure Amounts that the Debtors 

believe must be paid to cure all defaults under the Assumed Contracts, shall constitute 

good and sufficient nohce of the Debtors’ Intent to assume and assign the Assumed 

Contracts, and shall (a) be served, at Buyer’s dlrechon, at least 20 days prior to the 

heanng to confirm the Bankruptcy Plan, to all counterparties to the Assumed Contracts or 

(b) m the event of an Early Closing Notice, be served on all counterparties to the 

Assumed Contracts w i h n  four (4) Busmess Days of such Early Closmg Nohce. Buyer 

and the Debtors shall keep confidenhal the Executory Contracts as set forth in Secbon 

3.5(d) of the Purchase Agreement. With respect to the Assumed Contracts, Buyer shall 

cooperate wth Sellers to provide adequate assurance of future performance as requmd 

by sechon 365 of the Bankruptcy Code 
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18. With respect to the proposed assumption and assignment of the 

Assumed Contracts, Cure Amounts that must be paid to cure defaults under the Assumed 

Contracts shall be d e t e m e d  m accordance wth the followmg procedures (the “Cure 

Procedures”) 

procedure 
Votice of 
lssumption and 
lssignment 
Ybjection Deadline 

lssumption and 
4ssignment 
3bjections 

4ssumption and 
4ssignment 
3bjection Deadlint 

Description 
At least 20 days pnor to the heanng to confirm the Bankruptcy 
Plan (or, m the event of an Early Closmg Nohce, within four 
Business Days of such Early Closing Nohce), the Debtors, or the 
Debtors’ noticmg agent, shall serve a copy of the Biddmg 
Procedures Order together with the Notice of the Debtors’ Intent to 
Assume and Assign Executory Contracts and Unexpued Leases 
(the “Contract Assignment Nohce”), substanhally in the form of 
Exlubit 2 attached to the Biddmg Procedures Order, by first class 
mail to the Contract Parties and, to the extent an attorney 
representing a Contract Party has filed a nohce of appearance in 
the Debtors’ chapter 11 cases on behalf of the Contract Party, the 
attorney for the Contract Parties, notifying them of the Debtors’ 
lntent to assume and assign each agreement listed on Exhibit A of 
the Contract Assignment Notlce (as it may be modified by that 
tune) and of the Cure Amount d e t e m e d  by the Debtors for each 
such Assumed Contract to be necessary for such assumphon and 
assignment on the Closmg Date 
Any Contract Party seelung to (a) assert a Cure Amount based on 
defaults, condihons or pecmary losses under ~ t s  Assumed 
Contract (collectively, the “Cure Ohligation”) dfferent fmm that 
set foIth on any of the Contract Assignment Notices or (b) object 
to the potenhal assumphon and assignment of its Assumed 
Contract on any other grounds, shall be required to file and serve 
an objechon (an “Assumption and Assignment Objection”), m 
writmg, setting forth wth specificity (i) any and all Cure 
Obligations that the Contract Party asserts must be cured or 
satisfied with respect to such Assumed Contract andor (11) if the 
objechon to the potenhd assignment of such Assumed Contract is 
based on adequate assurance issues, the dormation requued 
regardulg the Buyer to sahsfy the Contract Party’s adequate 
assurance concerns 
To be considered a timelv Assumution and Ass iment  Obiection 
the Assumphon and Assignment ObJection must& filed wk the 
Court and a copy delivered to (i) the attorneys for the Debtors, 
W a n d  & Ellis LLP, Citigroup Center, 153 East 53‘d Street, New 
York, NY 10022-461 1, Attn: Michael J. Fnshberg, Esq., (11) the 
Ofice of the United States Trustee, 33 Whitehall Street. 21st 
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Procedure 

Tailure to File 
issumption and 
issignment 
3bjection 

Waiver of 
4ssumption and 
4ssignment 
3bjection 

19 

Description 
Floor, New York, New York 1004 (Attn Pamela J. Lushm, Esq ), 
(in) the attorneys for the Bank Agent, Paul, Hastmgs, Janofsky & 
Walker LLP, 600 Peachtree Street, N E., 24th Floor, Atlanta, 
Georga 30308 (Arm: Jesse Austin, Ill, Esq.), (iv) the attorneys for 
the Creditors’ C o m t e e ,  Akin Gump Strauss Hauer Feld LLP, 
590 Madison Avenue, New York, New York 10022 (Attn. Ira S 
DizengofT, Esq ), (v) the attorneys for the Buyer, Well, Gotshal & 
Manges LLP, 767 Fifth Avenue, New York, New York 10153 
(Attn. Paul M Basta, Esq ) and (vi) any other party or partner set 
forth m the Contract Assignment Notice so as to be received no 
later than 15 days after service of the Contract Assignment Notice 
(the “Assumption and Assignment Objection Deadline”). 
Unless an Assumphon and Assignment ObjeChOn IS hmely filed 
and served by a Contract Party by the Assumphon and Assignment 
Objechon Deadlme, the assumption and assignment of the 
applicable Assumed Contract at the Sale Approval Heanng may 
occur without regard to any objection such party may have or any 
provisions to the contrary m the applicable Assumed Contract. 
Contract Parties that fa11 to file and serve Assumption and 
Assignment Objections as provided above shall be deemed to have 
waived and released any and all Cure Obligahons and shall be 
forever barred and estopped from assemg or clauntng against the 
Debtors, the Buyer or any other Successhl Bidder of the relevant 
contract or lease that any addtional amounts are due or defaults 
exlsf or prohbihons or condihons to assignment exist or mUSt be 
satisfied, under such Assumed Contract for the penod pnor to the 
closmg date. 

The Debtors are hereby authonzed to take any and all achons 

necessary or appropriate to implement the Bidding Procedures and Cure Procedures. 

Dated New York, New York 
January 15,2004 

Id ROBERT D. DRAIN 
UNITED STATES BANKRUPTCY JUDGE 
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EXHIBIT 1 

In re 

Allegiance Telecom, Inc., gl , 

Debtors. 

Chapter 11 
Case No. 02-130507 (RDD) 

(Jointly Administered) 

NOTICE OF AUCTION AND HEARING 
TO CONSIDER APPROVAL OF THE 

SALE OF CERTAIN ASSETS OF THE DEBTORS 

NOTICE IS HEREBY GIVEN, as follows 

1 On December 18,2003, Allegance Telecom, Inc. (“Allegance”) 

and its direct and indlrect subsidiaries, as debtors and debtors-mpossession (collectively, 

the “Debtors”) filed a motion (the “Motion”) with the Ututed States BanIauptcy Court for 

the Southem District of New York for orders (I) estabhshg biddmg procedures and 

certam protections (the “Bidding Procedures”) payable to the Buyer’ mcludmg a break- 

up fee and expense reimbursement; (ii) approvmg the form and manner of notice related 

to the sale of the Sale Assets; (iii) setting a heanng date (the “Sale Heanng”) to consider 

approval of the sale of substanhally all of the assets of the Debtors as provided m the 

Purchase Agreement (the “Sale Assets”); (iv) authonzing the procedures for assumphon 

and assignment of certam executory contracts and unexpired leases in connechon with 

the sale of the Sale Assets (the “Sale Transaction”); and (v) ganthg c e m  related rehef. 

The successful bidder at the Auction will agree to purchase the assets to be acqulred, free 

Unless o t h m s e  dehed herem, capitalzed terms shall have the meantng ascribed to them tn the 
Motlon or that cemm purchase agreemen! between Allegance and Qwest Communicanons lntemat~onal 
Inc dated December 18,2003 (the “Purchase Agreement”), as applicable, and as modified by thls Blddmg 
Rocedures Order (as defined below), as applicable 
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and clear of all liabilities, obligations, c l am,  liens, and encumbrances on the same or 

better terms and conditions as those set forth in the Purchase Agreement entered mto 

between the Debtors and the Buyer. 

2 By order dated January 15,2004 (the “Bidding Procedures 

Order”), the Court authorized the Debtors, among other things, to conduct an Auction of 

the Sale Assets or other assets of the Debtors at Kukland & Ellis LLP, Citigroup Center, 

153 East 53rd Street, New York, New York 10022, on February 12, 2004 at 9.00 a m  

(prevailing Eastem Tune). 

3 The Auction shall be conducted on the followmg terms and condihons 

conshtuhng the Biddmg Procedures. 

- 1 Horse Bid L Due Diligence 

L 
DESCRIPTION 

Under the terms of the Purchase Agreement, the Buyer has agreed to 
purchase the Sale Assets for approAately $390 milion, p l i  
Assumed Liabilihes (the ‘‘Stahng Horse Bid”), subject to the terms 
of the Purchase Agreement and the Bidding Procedures Order. 

Under the terms of the Purchase Agreement, beghung on the date the 
Biddmg Procedures Order was approved by the C o w  and continumg 
unhl the conclusion of the Auction, the Debtors are enbtled to, among 
other dungs, solicit and negot~ate Competing Transactions. 

Each potential bidder (a “Potenhal Bidder”) must deliver (unless 
previously delivered) to (i) the Debtors, c/o Jonathan S. Henes, Esq., 
Kukland & Ellis LLP, Citigroup Center, 153 East 53rd Street, New 
York, NY 10022-461 1 and Michael A. h e r ,  Greenhill & Co , 
LLC, 300 Park Avenue, 23rd Floor, New York, New York 10022, (ii) 
the attorneys for the agent for the prepetition lenders (the “Bank 
Agent”), Paul, Hastings, Janofsky & Walker LLP, 600 Peachtree 
Street, N.E ,24th Floor, Atlanta, Georgia 30308 (Attn Jesse Austm, 
111, Esq.), and (ni) the attorneys for the statutory comrmttee of 
unsecured creditors (the “Creditors’ Comrmttee”), Akin Gump Strauss 
Hauer Feld LLP, 590 Madson Avenue, New York, New York 10022 
(Am: Ira S. Dmgoff ,  Esq.), the following documents (the 
“ P r e m  Bid Documents”) m order to parhcipate UI the bidding 
process: 
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PROVISION 

Yid Deadline 

DESCRIPTION 

3 an executed confidentiality agreement m form and substance 
satisfactory to the Debtors. and 

prelirmn;uy proof by the Potential Bidder of its financial 
capacity to close a proposed transaction, the adequacy of 
whch the Debtors and thelr advisors will determme, after 
consultation with the Bank Agent and the Creditors’ 
Comttee .  

b. 

W i t h  two (2) busmess days after a Potential Bidder dehvers the 
Prelmary Bid Documents, the Debtors, after consultabon wth the 
Credtors’ C o m t t e e  and the Bank Agent, shall d e t e m e ,  and shall 
nohfy the Potenhd Bidder, whether the Potential Bidder has 
submtted acceptable Prellrmnary Bid Documents so that such 
Potential Bidder may conduct due diligence wth respect to the assets 
sought to be acqured. Only those Potential Bidders that have 
submitted acceptable Prellrmnary Bid Documents may submt bids. 

Bids must (a) be m writing; (b) with respect to the Sale Assets, at a 
nunjmm exceed the S t a h g  Horse Bid by $21 million; (c) sahsfy 
the Bid R e q m e n t s  set forth herem and (d) be received by (I) the 
attorneys for the Debtors, KuMand & Ellis LLP, 153 East 53rd Street, 
New York, New York 10022 (Attn: Matthew A. Cantor, Esq. and 
Jonathan S. Henes, Esq.), (ii) the financial advisors for the Debtors, 
Greedull& Co., LLC, 300 Park Avenue, 23rd Floor, New York, New 
York 10022 (Attn. Michael A. Kramer), (in) the Office of the Umted 
States Trustee, 33 %tehall Street, 21st Flwr, New York, New York 
1004 (Attn: Pamela J. L u s h ,  Esq.), (iv) the attorneys for the Bank 
Agent, Paul, Hastmgs, Janofsky & Walker LLP, 600 Peachtree Street, 
N E., 24th Floor, Atlanta, Georgia 30308 (Attn. Jesse Austin, 111, 
Esq ), and (v) the attorneys for the Creditors’ Committee, Akm Gump 
Strauss Hauer Feld LLP, 590 Madison Avenue, New York, New York 
10022 ( A m  Ira S .  Dlzengoff, Esq.), so as to be actually received no 
later than 5.00 p.m. (prevailing Eastem Tune) on February 9,2004 
(the “Bid Deadlme”). Such bids shall be deemed “Qualified Bids” 
and those parhes submtting such Qualified Bids shall be “Qualified 
Bidders ” No later than one (1) Busmess Day after the Debtors 
receive such Qualified Bids, the Debtors shall provide copies of such 
bids to Buyer and any other Qualified Bidder, provided, that Buyer 
and any such Qualified Bidder shall keep the Qualified Bids 
confidenhal pursuant to an executed confidentiality agreement and 
shall not contact or communicate with any Qualified Bidder with 
respect to any such bids or dscuss the Qualified Bids with any party, 
except as required by law, and subject further to the confidenhality 
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PROVISION 

lid 
fequirements 

DESCRIPTION 
zstnctions regarding Assumed Contracts on page 6 hereof. 

Parties that do not subnut a Qualified Bid by the Bid Deadlme will not 
pernutted to participate at the Auction 

?ualified Bids must meet the followmg requuements (the “Bid 
Requuements”) 

Each Qualified Bid for the Sale Assets must be on the same or 
better terms and condmons as those terms set forth m the 
Purchase Agreement and the documents set forth as exhibits 
thereto. A Qualified Bid may be for (i) the Sale Assets, (11) the 
Sale Assets plus any or all of the Excluded Assets, or (iii) 
individual components of the Sale Assets or Excluded Assets, 
specifically mcludmg the Shared Technology F m h l d  
busmess, the managed modem port busmess, and the Shared 
Hosting busmess; provided, however, that if the Court 
approves the sale of any Sale Asset to a bidder other than 
Buyer, the Break- Up Fee and Expense Reimbursement will be 
payable m accordance with the terms of ths  Order. A 
Qualified Bidder may, but IS not required to, include an offer 
to enter mto the Master Services Agreement referenced m 
Section 6.26 of the Purchase Agreement 

Each Qualified Bid must const~tute a good faith, bona fide 
offer to acquue assets of the Debtors. 

Each Qualified Bid shall not be conhtioned on ob-g any 
of the followmg: financmg, shareholder approval, 
envuonmental conhngencies, andor the outcome of due 
ddigence by the bidder 

Except wth respect to Buyer in accordance with the Purchase 
Agreement, each Qualified Bid must remam mevocable LIII~I 
the Closing. 

As a conhaon to making a Qualified Bid, any compehng 
bidder must provide the Debtors, the Bank Agent and the 
Creditors’ Comttee ,  on or before the Bid Deadline, with 
sufficient and adequate information to demonstrate, to the 
satsfaction of the Debtors (after consultation with the Bank 
Agent and the Crdtors’ Committee), that such compehng 
bidder (i) has the financial wherewithal and ability to 
consummate the acquisition of the assets to be acquired, and 
(i) can provide all nondebtor contracting parties to the 
Assumed Contracts with adequate assurance of future 
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PROVISION 

Auction and 
Overbids 

DESCRIPTION 
performance as contemplated by section 365 of the 
Bankruptcy Code 

In order for a bid to constitute a Qualified Bid, any bidder for 
all or substantially all of the Sale Assets shall submit a deposit 
equal to $30 million and any bidder for less than all of the Sale 
Assets or for any Excluded Asset shall subrmt a deposit equal 
to 10% of such bid (each, a “Good Faith Deposit”). On the 
date such bid is submtted, the bidder shall deliver the Good 
Fa~th Deposit m immediately available funds by wire transfer 
to an account or accounts designated by the Debtors or by the 
delivery of altemahve cremt support that is m an amount no 
less than the Good Faith Deposit and is reasonably acceptable 
to the Debtors after consultauon with the Bank Agent and the 
Creditors’ Conututtee on the date such bid is submitted 

E 

If no Qualified Bid is received by the Bid Deadlme, the Auchon will 
not occur and the Debtors shall promptly pursue entry of an order by 
the Court authonzmg the Sale to the Buyer. 

If the Debtors receive a Qualified Bid by the Bid Deadline, in addihon 
to the Stallung Horse Bid, the Debtors shall conduct an auchon (the 
“Auchon”) with respect to the (i) the Sale Assets, (ii) the Sale Assets 
plus any or all of the Excluded Assets, or (iii) indiwdual components 
of the Sale Assets or Excluded Assets that are sought to be acquired 
by a Quahfied Bidder. The Auchon shall commence at 9.00 a.m 
(prevailmg h t e m  Tune) on February 12,2004, at the offices of 
Kukland & Ellis LLP, Citigroup Center, 153 East 531d Street, New 
York, New York 10022-461 1, or such later time or other place as the 
Debtors shall notify all Qualified Bidders who have submtted 
Qualified Bids The Auction may be continued to a later date by the 
Debtors, with the reasonable consent of the Buyer, by rmkmg an 
announcement at the Auchon No further nouce of any such 
conhnuance will be requlred to be provided to any party 

hhal over-bids for all or substanhally all of the Sale Assets shall be 
$21 &on. 

The subsequent bid lncrements at the Auchon shall be $5 million, 
provided, however, that the Debtors reserve the nght to modify 
subsequent bid increments based on the context of the Auction afier 
consultahon with the Bank Agent and Creditors’ Committee 

At the Aucho- the Buyer shall have the nght to bid all or part of the 
Break-Up Fee (as defined herem) and the Expense Reimbursement (as 
defined herem). 
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PROVISION 

lssurned 
’ontracts 

Winning Bid 

Yale Approval 
Hearing 

DESCRIPTION 

As set forth in Section 3.5(d) of the Purchase Agreement, Buyer and 
Sellers agree to keep confidential and not disclose to anyone the 
Assumed Conbacts except to (I) the Bank Agent and the Creditors’ 
Comnuttee and (ii) any party otherwise requued by law; provided, 
that, with respect to clause (i), (a) the Bank Agent and the Creditors’ 
Comnuttee shall keep such Infomahon confidential and shall not 
disclose such mformahon absent M e r  order of this Court and Buyer 
shall be entitled to seek enforcement of dus provision and (b) the 
Bank Agent and the Creditors’ Committee may use such Information 
for the purpose of evaluatmg blds. 

In order for a bid to conshtute a Qualified Bid, any bidder must 
provide to the Debtors a list of leases and executoIy contracts that 
such bidder plans to assume The Debtors and each bidder agree to 
keep confidential and not disclose to anyone such list except to (I) the 
Bank Agent and the Creditors’ Committee and (ii) any party 
otherw~se requmd by law provided, that, wth respect to clause (I), (y) 
the Bank Agent and the Creditors’ Comnuttee shall keep such 
mformahon con!identd and shall not d~sclose such information 
absent M e r  order of h s  Court and (z) the Bank Agent and the 
Creditors’ Committee may use such domation for the purpose of 
evaluahng bids. 

The Debtors, after consultation with the Creditors’ Committee and the 
Bank Agent, shall consult with each Qualified Bidder and Buyer 
regardmg the calculation of cure amounts and rejection damage 
clams related to Buyer’s bid and the bids of the other Qualified 
Bidders. 
Upon conclusion of the Auchon, the Debtors, m the exercise of their 
busmess judgment and a h  consulhng wth theu adwsors, the Bank 
Agent and the Crehtors’ Committee, shall identify the lughest and 
best offer or aggregate of offers (the “ W i m g  Bid’) (the bidder(s) 
hamg subnutted a W m g  Bid IS the “Successlid Biddef‘). 

The Sale Approval Heanng is presently scheduled to take place on 
February 19, 2004 at 10.00 a.m (preva~ling Eastem Time), before the 
Hon. Robert D Drain, United States Bankruptcy Judge, III Room 610 
of the Umted States Bankruptcy Court for the Southern Distnct of 
New York, Alexander Hamilton Custom House, One Bowling Creen, 
New York, New York, 10004- 1408 The Sale Approval Hearing may 
be continued to a later date by the Debtors, with the reasonable 
consent of the Buyer, by makmg an announcement at the Sale 
Approval Heann~ provided, that any such continuance shall not be 
later than the deadline set forth m Exhibit J of the Purchase 
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leturn of Good 
‘aith Deposit 

;econd Highest 
md Best Bid 

reservation of 
Pights 

beak-Up Fee 
ind 
Expense 
reimbursement 

DESCRIPTION 
4greement No further notice of any such conhnuance wdl be 
-equired to be provided to any party. At the Sale Approval Heanng, 
he Debtors shall present to the Bankruptcy Court for approval the 
Wuuung Bid. 

The Good Faith Deposit of the Successful Bidder shall be credited to 
the pnce pad for the Sale Assets, the Excluded Assets and/or any 
Eomponent of the Sale Assets, whchever the case may be. The Good 
Faith Deposit of any unsuccessll bidders will be returned witlun 
fifteen ( 15) days after consummahon of the d e  to the Successful 
Bidder of the asset(s) such Good Faith Deposit relates to or upon 
permanent withdrawal by the Debtors of the proposed sale of such 
assets. The deposit of the Buyer, if not chosen as the W m g  Bid, 
shall be rctumid in accordance with the Purchase Agreement- 
If f i r  anv reason the enntv that makes the hir,hest and best hid fails to 
c o n s k a t e  the purchase of the Sale Assets, the Excluded Assets, 
andor any of the Sale Assets withm the tme pemutted. the bidder 
wth the second hghest and best bid for any such assets wll 
automatically be deemed to have submitted the highest and best bid 
and, to the extent the Debtors elect, after consultation with the Bank 
Agent and the Credrtors’ Committee, the Debtors and such bidder 
shall consmmate the sale as soon as is commercially reasonable, but 
only after Bankruptcy Court approval of such sale. The Debtors shall 
provide ten (10) days nobce of then mohon for Bankruptcy Court 
approval of the sale to the second highest bidder or such greater 
length of nohce as rcqlllred to mplement the assumphon and 
assignment of executory contracts and unexpired leases. If such 
falure. to consummate the sale to the enhty that made the hghest and 
best bid IS the result of a breach by such entity, such ent~ty’s Good 
Faith Deposit shall be forfeited to the Debtors and the Debtors and the 
Creditors’ C o m t t e e  specifically reserve the nght to seek damages 
from such enbty; provided, however, that the disposihon of the Good 
Faith Deposit of Buyer shall be governed by the Purchase Agreement 
The Debtors reserve the nght to reject any (other than the Buyer’s 
offer pursuant to the Purchase Agreement) Qualified Bid if the 
Debtors, after consultahon with the Bank Agent and the Creditors’ 
Comttee ,  determme that such Quahfied Bid is (I) inadequate or 
msutficlent; (n) not m conforrn~ty with the r e q m e n t s  of the 
Bankruptcy Code, any relakd rules or the terns set forth herem; or 
(i) contrary to the best interests of the Debtors and their estates. 

In the event, among others set f o d  in the Purchase Agreement, that 
the Bankruptcy Court enters an order approvmg the sale of any Sale 
Asset to a paJty other than Buyer, the Debtom shall pay to Buyer as 
provided in the Biddmg Procedures Order (1) a break-up fee in the 
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DESCRIPTION 
amount of $8 million (the “Break-Up Fee”) and (ii) a rembursement 
of Buyer’s actual, reasonable, and documented expenses in 
connection with the hansachon contemplated m the Purchase 
Agreement, not to exceed $5 mllion (the “Expense Rembursement”). 



Esq), (11) the Oflice ofthe Umted States Trustee, 33 Whitehall Street, 21st Floor, New 

York, New York 1004 (Am. Pamela J. Lustnn, Esq.), (in) the attorneys for the agent for 

the Debtors’ prepebtion lenders, Paul, Hastmgs, Janofsky & Walker LLP, 600 Peachtree 

Street, N E., 24th Floor, Atlanta, Georgia 30308 (Am: Jesse Austin, 111, Esq ), (iv) the 

attorneys for the statutory committee of unsecured creditors, Akm Gump Straws Hauer 

Feld LLP, 590 Madison Avenue, New York, New York 10022 (Attn Ira S Dizengoff, 

Esq.), and (v) the attorneys for the Buyer, Well, Gotshal & Manges LLP, 767 Fifth 

Avenue, New York, New York 10153 (Attn. Paul M Basta, Esq.), so as to be actually 

received no later than February 17,2004 at 4:OO p.m. (EST). 

7 A copy of the Purchase Agreement is annexed as Exlubit A to the 

Mobon All requests for mformabon concerning the sale of the Sale Assets should be 

duected by wntten request to Kirkland & Ellis LLP, 153 East 53rd Street, New York, 

New York 10022 (Attn. Jonathan S. Henes, Esq.) 

Dated New York, New York 
[insert datej 

KIRKLAND & ELLIS LLP 

BY. 
Matthew A. Cantor, Esq. (MC-7727) 
Jonathan S. Henes, Esq. (JH-1979) 
Kirkland & Elhs LLP 
cihgroup Center 
153 East 53rd Street 
New York, New York 10022-4675 
Telephone. (212) 446-4800 
Facsmle. (212) 446-4900 

Attorneys for Debtorj and Debtors III Possession 
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EXHIBIT 2 

In re 

Allegance Telecom, Inc., 5 d., 

Debtors I 

Chapter 11 
Case No. 02-130507 (RDD) 

(Jointly Administered) 

NOTICE OF DEBTORS’ INTENT TO ASSUiME AND 
ASSlGN CERTAIN EXECUTORY CONTRACTS AND UNEXPlRED LEASES 

NOTICE IS HEREBY GIVEN, as follows: 

1 On December 18,2003, Allegance Telecom, Inc (“Allegiance”) 

its direct and mdirect subsldianes, as debtors and debtors m possession (collectively, the 

“Debtors”) filed a mohon (the “Motion”) with the Umted States Banlauptcy Court for the 

Southern Distnct of New York for or orders (I) establishing biddmg procedures and 

certain protechons (the “Biddmg Procedures”) payable to the Buyer’ mcluhg a break- 

up fee and expense reunbmement m connechon with the sale of substanhally all of the 

assets of the Debtors (the “Sale Assets”), (ii) approving the fom and manner of nohce 

related to the sale of the Sale Assets, (in) sethng a heanng date to consider approval of 

the sale of the Sale Assets (the “Sale Heanng”); (iv) authonzlng the procedures for the 

assumphon and assignment of certam executory contracts and unexpired leases; and 

(v) p h n g  certam related relief. 

2. Pursuant to the Motion and sections 363 and 365 of the 

Banknrptcy Code, the Debtors mtend to assume and assign to the Buyer, on the later of 

Unless otherwise defined herem, capitallzed terns shall have the meanmg ascnted to them ln the 
Motion or Purchase Agreement, as applicable, and as modified by the Biddlng Procedures Order approved 
by the court on Janua~y 15,2004, as applicable 
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(I) the Closing or (ii) State PUC Consent or FCC Consent, the Assumed Contracts listed 

on Exhibit A annexed hereto. 

3 The Debtors have identified on Exhlbit A annexed hereto the cure 

amounts that the Debtors believe must be paid to cure all defaults under the Assumed 

Contracts to whch you are a party (m each instance, the “Cure Amount”). The Debtors 

believe that there are no nowmonetary defaults (other than the filmg of these chapter 1 1 

cases) that will not be cured by payment of the Cure Amount. Pursuant to the Purchase 

Agreement, the Buyer has no liability to the Debtors or any party to an Assumed Contract 

for any Cure Amounts that anse from any Excluded Liabilihes (mcludmg any unrecorded 

Itabtlihes of the Debtors) 

4. If you seek to (a) assert a Cure Amount based on defaults, 

conditions or pecmary losses under an Assumed Contract (collectiveiy, the “Cure 

Obligation”) different from that set forth on any of the Contract Assignment Nohces or 

(b) object to the potential assumphon and assignment of an Assumed Contract on any 

other grounds, you are requued to file and serve an objectton (an “Assumption and 

Assignment Objechon”), m mting, sethng forth mth specificity (1) any and dl cure 

Obligations that you assert must be cured or satisfied with respect to such Assumed 

Contract andor (ii) if the objechon to the potenhd assignment of such Assumed Contract 

is based on adequate assurance issues, the dormation requued regarding the Buyer to 

sat@ your adequate assurance concerns. 

5 .  To be considered a timely Assumption and Assignment Objection, 

the Assumption and Assignment Objechon must be filed wth the Court and a copy 

delivered to the attorneys for the Debtors, Kukland & Ellis LLP, Crtigroup Center, 153 
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East S3rd Street, New York, NY 10022-461 1, Attr Michael J. Fnshberg, Esq., (11) the 

Office of the Umted States Trustee, 33 m t e h l l  Street, 2 1 st Floor, New York, New 

York 1004 (Am. Pamela J Lustnn, Esq.), (m) the attorneys for the agent for the 

prepetition lenders, Paul, Hastmgs, Janofsky & Walker LLP, 600 Peachtree Street, N.E., 

24th Floor, Atlanta, Georgia 30308 (Attn: Jesse Aushn, 111, Esq.), (iv) the attorneys for 

the statutoty committee of unsecured creditors, Akin Gump Strauss Hauer Feld LLP, 590 

Madison Avenue, New York, New York 10022 (Attn, Ira S Dizengoff, Esq.). (v) the 

attorneys for the Buyer, Well, Gotshal & Manges LLP, 767 Fifth Avenue, New York, 

New York 10153 (Attn Paul M. Basta, Esq.) so as to be received no later than 15 days 

after service of the Contract Assignment Nohce (the “Assumption and Assignment 

Objection Deadlme”) 

6. Unless your Assumphon and Assignment Objecbon IS tunely filed 

and served by the Assumphon and Assignment ObJectlon Deadline, the assumpbon and 

assignment of the applicable Assumed Contract at the Sale Approval Heanng may occur 

without regard to any objection you may have or any provisions to the contrary m the 

applicable Assumed Contract. 

7. If you fall to file and serve Assumphon and Assignment 

Objections as provlded above you shall be deemed to have waived and released any and 

all Cure Obligations and shall be forever barred and estopped from a s m g  or c l m g  

against the Debtors, the Buyer or any other Successful Bldder of the relevant contract or 

lease that any ad&tional amounts are due or defaults exlst, or prohibihons or conditions 

to assignment exlst or must be sabsfied, under such Assumed Contract for the period 

prior to the closing date 
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8 Heanngs with respect to the Assumpbon and Assignment 

Objections may be held at such other date as the Court may designate upon motion by the 

Debtors and the Buyer, provided, that, if the subject Assumed Contracts are assumed and 

assigned, the cure amount asserted by the objecttng party (or such lower amount as may 

be agreed to by the parties or fixed by the Court) shall be deposited by the Debtors or the 

Buyer, in accordance with the Debtors and Buyer’s respective liabilities for Cure 

Amounts pursuant to the Purchase Agreement, and held in a segregated account by the 

Debtors or Buyer, applicable, pendmg h the r  order of the Court or mutual agreement of 

the parties and, with respect to Cure Amounts, the objector’s only recourse after the 

relevant assumption date shall be to such segregated amounts The fact that any 

Assumption and Assignment Objections are not resolved shall not prevent or delay the 

occurrence of the date of assumphon and assignment of any Assumed Contracts, 

provided, however, that any Assumption or Assignment Objection that relates to the 

assignability of an Assumed Conbct or the ability of Buyer to provide adequate 

assurance of future performance shall be determmed pnor to such assumption or 

assignment k m g  deemed effective. 

9. If you agree that there are no cure amounts due under the Assumed 

Contract, and o t h m s e  do not object to the Debtors’ assumption and assignment of your 

Assumed Contract, you need not take any fulther acbon 

IO. The Buyer reserves the nght to exclude or add any Assumed 

Contract from or to the proposed sale and to withdraw the request to assume and assign 

any Assumed Contract pursuant to the terms of the Purchase Agreement. 
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1 1 The Debtors’ decision to assume and assign to the Buyer the 

Assumed Contracts is subject to Court approval, the Closmg and, as applicable, State 

PUC Approval or FCC Approval Accordmgly, the Debtors shall be deemed to have 

assumed and assigned each of the Assumed Contracts as of the later of (i) the Closmg or 

(11) any requlred State PUC Consent or FCC Consent. Absent such Closmg, State PUC 

Consent or FCC Consent, any of the affected Assumed Contracts shall not be deemed 

assumed nor assigned, and shall m all respects be subject to ftuther adrmnistration under 

the Bankmptcy Code The mclusion of any document on the hst of Assumed Contracts 

shall not constitute or be deemed to be a determination or admission by the Debtors or the 

Buyer that such document IS, m fact, 

an executoly contract or unexpired lease wltlun the mearung of the Banlauptcy Code (all 

nghts with respect thereto being expressly reserved) 

Dated New York, New York 
[insert date], 2004 

KIRKLAND & ELLIS LLP 

BY. 
Matthew A. Cantor, Esq (MC-7727) 
Jonathan S. Henes, Esq. (JH-1979) 
W a n d  & Elhs LLP 
Cihgroup Center 
153 East 53rd Street 
New York, New York 10022-4675 
Telephone: (212) 446-4800 
Facsimile. (212) 446-4900 

Attorneys for Debtors and Debtors m Possession 
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